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A  high  volume  of  production  per  farm  is  essential  in  obtaining  a  relatively 
low  cost  of  production  per  unit.  Farmers  who  have  been  able  to  mal;e  the  most  effective 
use  of  mechanical  power  and  equipment  have  increased  the  size  of  farm  and  total  output 
and  have  made  the  greatest  reduction  in  cost  per  unit  of  product. 


Goods  and  services  used  in  production*    Prices  paid  by  farmers  and  farm  wage  rates,  United  States 

(Index  numbers  1355-59  3  100) 


All 
commodities 
1/ 


Farm 
machinery  J 


Building 
luaterial 

other 

than 

house 


'  Equipment 
!  and 
1  supplies 

:  V 


Feed       t  Fertilizer  :  Seed 

I  : 
  I  » 


Wage 
rates 


1910  : 

77 

66 

68 

91 

86 

99 

- 

82 

1911  i 

81 

66 

70 

90 

99 

99 

- 

85 

1912  i 

77 

66 

70 

90 

84 

100 

66 

86 

1915  i 

80 

66 

68 

90 

99 

102 

65 

88 

1914  : 

78 

66 

65 

89 

94 

100 

64 

86 

1915  i 

82 

68 

69 

95 

93 

112 

77 

87 

1916  t 

98 

70 

79 

116 

120 

120 

92 

96 

1917  : 

119 

80 

95 

141 

170 

157 

96 

119 

1918  i 

137 

102 

109 

165 

179 

170 

125 

150 

1919  : 

151 

105 

128 

162 

195 

182 

181 

175 

1920  : 

137 

109 

159 

170 

127 

186 

98 

205 

1921  : 

111 

105 

105 

137 

90 

156 

86 

151 

1922  : 

109 

93 

107 

126 

114 

129 

84 

129 

1925 

111 

97 

109 

123 

124 
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92 

144 

1924  : 

112 

101 

109 

120 

151 

120 

97 

147 

1925  t 

116 

101 

111 
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151 

129 

111 

149 

1926  i 

115 

101 

109 

130 

127 
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158 

152 

1927  : 

113 

101 

108 

127 

128 

121 
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152 

1928  : 

117 

101 

107 

124 

157 

151 

115 

152 

1929  : 

116 

100 

107 

123 

154 

150 

119 

155 

1930  : 

111 

100 

105 

118 

122 

126 

112 

142 

1931  : 

97 

99 

94 

104 

86 

115 

98 

110 

1932  i 

86 

93 

85 

96 

64 

99 

66 

81 

1933  i 

85 

91 

87 

93 

71 

96 

61 

72 

X  V  iJ  *X  . 

97 

95 

99 

98 

98 

104 

90 

81 

1935  t 

100 

96 

98 

97 

106 

102 

99 

88 

-Li?  OvJ  I 

SB 

99 

99 

105 

96 

92 

94 

1937  t 

107 

101 

105 

103 

121 

102 

124 

107 

1938  j 

98 

104 

100 

103 

85 

100 

102 

106 

1939  I 

96 

101 

100 

99 

85 

100 

84 

105 

1940  t 

98 

100 

101 

99 

94 

97 

84 

107 

1941  I 

103 

105 

109 

104 

101 

100 

80 

151 

1942  t 

117 

108 

120 

114 

125 

111 

125 

171 

1943  t 

128 

111 

128 

121 

150 

120 

156 

224 

1944  { 

136 

114 

158 

126 

165 

121 

175 

268 

1945  s 

137 

116 

141 

128 

165 

121 

181 

297 

1946  i 

151 

120 

153 

132 

194 

124 

190 

521 

uai  i  #  j 

138 

165 

307 

Feb.  t 

139 

167 

186 

I&tr.  s 

139 

116 

144 

128 

168 

122 

191 

Apr.  : 

140 

169 

191 

307 

Liay  : 

146 

182 

192 

June  : 

150 

118 

151 

129 

191 

July  : 

159 

227 

321 

Aug.  : 

161 

251 

Sept.  j 

157 

121 

156 

133 

214 

127 

189 

Oct.  t 

159 

210 

321 

Nov.  t 

161 

210 

Dec.  i 

163 

1^5 

180 

135 

204 

1947  : 

Jan.  : 

163 

196 

339 

Feb.  j 

169 

192 

229 

1/  Excluding  wages.  "~  ' 

2/  Based  on  prices  paid  by  farmers  for  16  items  including  binder  twine,  lead  arsenate  milk  pails, 
pitchforks,  gasoline  for  autos  and  trucks,  motor  oil,  and  tires,  and  other  similar  items  used  on 
farms  far  production. 


Vote:-  For  a  list  of  items  included  in  this  table  see  "Agricultural  Prices"  Bureau  of  Agricultural 
Economics,  April  29,  1946. 
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General  Situation 


Farmers  will  pay  more  attention  to  costs  in  1947  than  they  have  in 
the  past  few  years.    Long-term  debts  incurred  when  costs  and  incomes  are 
high  will  become  more  burdensome  as  prices  and  gross  income  fall  off, 

7/hen  farm-product  prices  are  considerably  higher  than  cost  items  and 
higher  prices  for  farm  products  and  higher  incomes  are  in  prospect,  cost 
increases  do  not  seem  so  important.    Gross  farm  production  and  prices  of 
farm  products  have  gone  up  since  1938.    Gross  farm  income  also  has  gone  up, 
and  its  advance  has  been  more  rapid  tlian  for  either  production  or  prices.. 
Farm  costs  also  increased,  but  relatively  less  and  at  a  slower  rate  than 
gross  income  and  prices.    It  is  quite  probable  that  farm  costs  will  remain 
relatively  high  for  the  next  few  years.    Prices  and  costs  usually  move 
together,  but  costs  lag  behind. 

Demand  for  food  and  fiber  for  the  armed  forces  is  now  less  than 
during  the  war  and  requirements  for  relief  in  the  countries  devastated  by 
the  war  are  tapering  off.    Many  commodities  are  not  so  scarce  now  as  they 
v/ere  during  the  war.    The  return  to  peace-tine  conditions  has  brought  about 
many  other  adjustments  in  farm  costs. 

There  is  evidence  of  some  tapering  off  in  farm-product  prices.  The 
index  of  prices  received  by  farmers  converted  to  a  1935-39  base  shows  an 
advance  from  192  in  January  1946  to  232  in  Aurust.    Largely  because  of  the 
spurt  in  neat  prices,  particularly  hogs,  the  index  rose  to  254  in  October. 
The  index  has  declined  since  then  and  was  245  in  February  1947.     On  the 
other  hand,  prices  farmers  pay  for  commodities  purchased  (particularly  ma- 
chinery and  building  materials)  have  increased  some.     (See  inside  cover  page.) 
Feed  prices  have  declined  about  25  percent  since  the  peak  reached  in  July. 

Cash  v/age  payments  and  value  of  perquisites  to  hired  farm  workers  in 
1946  were  the  highest  on  record.     .."age  rates  will  continue  at  the  high 
levels  of  1946  for  some  tine  but  probably  will  taper  off  some  in  the  latter 
part  of  1947.    The  supply  of  farm  workers  increased  in  1946  over  1945  and 
a  further  increase  is  expected  in  1947. 
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The  total  volume  of  machinery,  power  and  equipment  on  farms  has 
increased  each  year  since  19^0,  and  in  IQkG  was  about  one -third  above  the 
1935-  39  average .    More  machinery  will  he  available  in  19^7  than  during 
the  past  few  years,  but  at  prices  above  those  in  I9U6.    Production  of 
farm  machinery .for  the  last  6  months  of  IQkb  was  about  25  percent  above 
that  for  the  same  period  in  19^+5,  afid  a  further  increase  in  production  is 
expected  in  19^6  kf .    Although  retail  prices  of  new  machinery  and  costs 
of  using  machinery  have  increased  less  than  have  farm  incomes  and  most 
items  of  farm  cost  since  the  pre-war  period,  machinery  prices  and  costs 
were  at  about  record  levels  in  19^-6  and  little  change  is  in  prospect  in 
the  years  immediately  ahead. 

The  number  of  tractors  in  l^k6  was  more  than  double  the  number  in 
1935-39-     The  increases  in  numbers  of  combines,  corn  pickers,  windrow 
pick- up  balers,  and  tractor  row  crop  cultivators,  mowers  and  attachments 
were  greater  than  those  for  tractors.      The  increase  for  moldboard  plows 
and  some  heavy  duty  machines  was  less  than  for  tractors.  -  War- time  pressures 
f  oroed -use  of  machinery  that  normally  would  have  been  discarded.    As  a 
result,  machinery  on  farms  is  on  the  average  slightly  older  than  in  normal 
times . 

The  peak  of  feed  costs,  particularly  grain  and  hay,  for  the  war 
and  post- war  period  probably  has  been 'reached .    The  government  price  support 
for  corn  will  tend  to  hold  feed  costs  up  through  19^8,  but  the  long-term 
trend  will  be  downward  except  in  areas  of  local  shortages .     The  supply  of 
feed  grain  per  animal  unit  on  January  1,  19^7  was  the  largest  on  record. 
Hay  stocks  were  about  10  percent  above  the  1938-^2  average  and  the  produc 
tion  of  by  product  feeds  for  the  first  half  of  19^7  is  expected  to  be  a 
little  larger  than  in  I9U6.    As  prices  of  livestock  and  livestock  products 
decline  farmers  will  tend  to  reduce  feed  costs  by  using  more  farm-grown 
feeds  and  less  purchased  feeds. 

Farmers  are  paying  higher  prices  for  most  seeds  than  in  19^-6.  While 
seed  production,  generally,  was  higher  last  year  than  in  the  past  few  years 
stocks  on  June  30,  19^6  were  abnormally  low.    As  a  result,  19^7  seedings 
will  draw  more  heavily  than  usual  on  production  of  the  previous  year. 

Record  breaking  supplies  of  fertilizers  are  expected  to  be  available 
for  use  in  19^7-    However,  the  unprecedented  demand,  particularly-  in  areas 
using  relatively  little  fertilizer  before  the  war,  continue  to  outrun  the 
increasing  supplies.    Farmers  will  pa.y  higher  prices  for  fertilizer  in  19^-7 
than  they  have  in  several  years,  but  income  and  price  ratios,  will  probably 
continue  favorable  to  comparatively  high  purchases  of  fertilizer. 

Lumber  is  basic  to  most  building,  and  construction,  particularly 
housing,  is  expected  to  reach  a  new  high  in  19^7-     In  addition,  new  uses 
have  been  found  for  wood,  particularly -Western  pine,  cedar  and  red  wood. 
Despite  the  fact  that  lumber  production  has  been  high  the  past  few  years 
and  is  expected  to  be  near  record  levels  in  19^7,  the  demand  for  lumber 
is  expected  to  continue  strong  relative  to  supply  during  19^7-  However  19^7 
prices  of  lumber  are  relatively  higher  than  those  of  other  building  ma- 
terials and  are  not  likely  to  increase  further. 
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Production  of  containers,  nails,  staples,  fencing,  "bale  ties, 
galvanized  roofing  and  siding,  metal  pipe  and  similar  products  was 
improved  in  the  latter  part  of  19k6  after  labor-management  difficulties 
were  settled.    Production  is  expected  to  increase  further  and  distribution 
to  improve  in  19^7-    Costs  of  most  of  these  products  have  increased  since 
price  ceilings  were  removed  and  are  not  likely  to  decline  soon. 

Eecord  numbers  of  farms  have  been  transferred  voluntarily  to  new 
owners  at  high  and  rising  prices.    About  half  of  the  recent  purchases  have 
been  credit  financed  sales,  about  70  percent  of  which  have  had  a  debt  of 
50  percent  or  more.    A  considerable  number  have  had  a  mortgage  debt  amount 
ing  to  over  75  percent  of  the  sale  price.    Many  of  these  debts  exceed  the 
full  market  value  of  the  farm  a  few  years  ago.    Those  buying  largely  on 
credit  assume  fixed  costs  for  interest  and  principal  repayments  that  may 
seem  reasonable  at  current  high  income  levels,  but  may  become  extremely 
burdensome  when  net  farm  incomes  are  considerably  lower. 

Interest  charges  paid  by  farmers  on  farm-mortgage  debt  took  a  turn 
upward  in  19^+6  after  declining  for  almost  a  quarter  of  a  century.  These 
costs  probably  will  be  higher  in  19^7  as  additional  machinery,  equipment 
and  supplies  become  available  and  compete  for  the  cash  reserves  of  farmers. 


Farm  Labor 

Farm  wage  rates  in  19^6  were  over  three  times  the  pre-war  level  and 
were  the  highest  on  record.     Cash  wage  payments  and  value  of  perquisites 
to  hired  farm  workers  in  19^6  also  were  the  largest  on  record.    Farm  wage 
rates  this  year  will  continue  high  but  probably  will  taper  off  some  in  the 
last  part  of  the  year.    Farm  employment  increased  somewhat  in  19^+6,  and  is 
expected  to  increase  further  in  19V?. 

For  at  least  the  next  year  or  two,  the  number  of  persons  available 
for  farm  work  will  not  change  greatly,  prices  of  farm  products  will  be 
somewhat  lower  than  at  present,  and  farm  wage  rates  will  remain  relatively 
high.    This  means  different  things  to  different  farmers.    Nearly  half  of 
the  Nation's  farmers  hire  no  labor  at  all;    nearly  a  third  hire  a  little 
labor;  and  about  one- fifth  employ  over  90  percent  of  the  hired  farm  labor. 
On  the  other  hand,  about  a  fourth  of  the  hired  farm  workers  are  also  farm 
operators  or  members  of  farm  families  who  do  some  work  for  wages  on  other 
farms . 

Hired  labor  costs  are  a  major  production  expense  to  the  fifth  of 
the  farmers  who  do  most  of  the  hiring.  This  group  will  benefit  most  by 
adding  to  the  gains  in  labor  productivity  that  were  made  during  the  war. 

Despite  high  wage  rates,  hired  labor  costs  per  unit  of  product  can 
be  kept  down  by  increasing  the  productivity  of  the  workers.    While  wage 
rates  tripled  during  the  war,  productivity  of  farm  workers  also  increased 
materially.    Prices  of  farm  products  more  than  doubled  and  total  farm  out- 
put increased  by  almost  a  third.  (See  table  l) .    Thus,  despite  record  pay- 
ments to  hired  workers,  net  income  of  farmers  also  reached  record  proportions. 


_  % 

Not  only  must  good  wages  be  paid,  but  farm  working  and  living 
conditions  would  need  to  be  made  more  attractive  in  order  to  obtain  an 
adequate  supply  of  capable  vorkers.    The  farm  operators  who  depend  most 
on  hired  workers  still  will  have  to  plan  carefully  in  order  to  obtain  an 
adequate  supply  of  reasonably  well-trained  labor. 

Table  1.    Farm  wage  rates  and  related  data,  United  States, 
1935-39  average  and  19kO-k6  inclusive 


Index  numbers  (1935- 39  =  100) 


Period 

Farm  employment 

Gross  farm 
production  2/ 

Ratio  farm  wage 
rates  to 

or 

year 

1  Total 
:  1/ 

Familv 
'  ll 

Hired  : 

Total 

:  Per 
:  worker 

:  11 

Farm 
wage 
!  rates 

Pro-  : 
.duction: 

per  : 
: worker  : 

Gross 
farm 
income 
per 
worker 

1935-39  : 

100 

100 

100 

100 

100 

100 

100 

100 

19ko  : 

:  97 

96 

100 

107 

110 

107 

97 

99 

19hl  : 

95 

9h 

99 

111 

117 

131 

112 

91+ 

19^2  : 

95 

9h 

99 

122 

128 

171 

131+ 

92 

19^3  ! 

9* 

9h 

9^ 

119 

127 

221+ 

176 

96 

92 

93 

87 

121+ 

135 

268 

199 

108 

191+5  : 

90 

92 

82 

123 

137 

297 

217 

113 

19^6  y  I 

92 

9h 

Qh 

126 

137 

321 

23U 

113 

1/  Includes  farm  operators  and  members  of  their  families  working  without 
wages . 

2/  Includes  value  of  farm-produced  power  of  horses  and  mules . 
3/  Based  on  total  farm  employment  and  total  gross  production. 
hi  Preliminary. 


Lower  labor  costs  oer  unit  of  product  can  be  obtained  by  higher  crop 
vields.  greater  use  of  machinery  and  other  labor-saving  devices,  better  super- 
vision, and  farm  work  simplification.    Although  additional  or  better  machin- 
es will  add  to  capital  investment,  the  resulting  savings  m  labor  costs 
often  reduce  total"  operating  costs.    Most  capital  investments  that  increase 
labor  efficiency  on  the  farm  should  pay  off,  but  the  savings  should  be 
balanced  a-ainst  the  extra  costs.    The  fifth  of  the  farmers  depending  most 
on  hired  labor  should  be  generally  in  the  best  position  to  make  adjustments 
of  this  kind. 
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High  farm  wa~e  rates  and  farm  prosperity  generally  go  together; 
conversely,  dollar-a-day  wages  and  30-cent  corn  historically  have  gone  to- 
gether.   High  levels  of  business  activity  and  industrial  employment  not 
only  mean  reduced  supplies  of  farm  labor  and  relatively  high  wage  rates, 
but  a  good  market  for  farm  products  and  high  farm  incomes  as  well* 

Farm  Power  and  Machinery 

The  index  of  total  volume  of  machinery  and  power  on  farms  has  in- 
creased each  year  since  1940,  and  in  1946  was  about  one-third  above  the 
1935-39  average  (see  table  2).    Wlih  production  of  farm  machinery  for  the 
last  6  months  of  1346  about  25  percent  above  the  same  period  of  1945,  a 
further  increase  in  volume  in  1946-47  is  expected. 

The  volume  of  power  and  machinery  increased  despite  obstacles  to 
production  of  farm  machinery  during  the  war,  the  suspended  production  of 
automobiles  from  1942  to  1945  and  continuous  annual  reductions  in  horse 
and  mule  numbers.    Much  of  the  increase  came  from  the  marked  expansion  in 
numbers  of  tractors  and  tractor  machines.    The  number  of  tractors  in  1946 
was  more  than  double  the  1955-39  average  and  the  number  of  many  tractor 
machines  increased  even  more.    Combines,  corn  pickers,  windrow  pick-up 
balers,  tractor  row  crop  cultivators  and  tractor  mowers  all  have  increased 
more  than  have  tractors,  but  moldboard  plows  and  some  other  heavy  duty 
tillage  machines  have  increased  less. 

A  part  of  the  increase  in  tractor  numbers  and  other  machines  since 
1942  has  come  about  through  the  reconditioning  of  old  machines  that  had 
been  discarded  or  exchanged  for  new  ones.    This  means  that  the  average  age 
of  tractors  has  increased.    According  to  standards  of  use  in  prewar  years, 
about  400,000  of  these  tractors  would  have  been  discarded  last  year.  This 
has  also  been  the  case  for  some  other  farm  machines. 

Along  with  the  marked  increase  in  tractors  and  tractor  machines, 
there  have  been  important  decreases  in  horse  and  mule  numbers  and  in  all 
kinds  of  horse-drawn  machines  and  equipment.    The  number  of  horses  and  mules 
in  1946  jias  about  4.2  million,  or  27  percent,  below  the  1935-39  average; 
a  much  greater  decline  than  would  have  occurred  under  normal  conditions. 
High  feed  prices  and  high  meat  animal  prices  contributed  to  this  decline. 

The  number  of  farm  automobiles  showed  little  change  from  1940  to 
1946.    Purchase  of  limited  numbers  of  new  automobiles,  mostly  from  dealers' 
stocks,  and  of  used  automobiles  from  urban  areas  heloed  maintain  numbers 
of  automobiles  on  farms  during  the  war*    However,  the  average  age  of  farm 
automobiles  was  about  3  years  greater  in  1946  than  in  1340. 

There  has  been  a  marked  increase  in  the  number  of  farm  motortrucks. 
Farmers  have  purchased  a  considerable  number  of  used  motortrucks  from  urban 
areas.    They  also  have  purchased  a  fairly  large  number  of  used  motortrucks 
from  the  armed  services,  and  have  converted  automobiles  to  motortrucks. 


Table  2.-  Power  and  machinery  on  United  States  farms  and  related  data, 

193  5-39  average  and  1C40-46 

(1935-39  =  100) 


Number  on  farms,  January  1 

Volume  on  farms, 

'                 .bnna  mr  "11/ 

Gross  \ 
farm  ] 

calendar ' 

w  ; 

Prices 
received 

oy 
farmers 

Year 

or 
period 

nux bCO 

\  and 

mux  co 
:  all 
,  ages 

( i  rd.  cuor  s 

:  Auto- 
mobiles : 

:  Motor 
i  trucks 

All 

'  machinery 
•  and 
1  equipment 

other  than  : 
tractors 

and  motor  : 
:  vehicles 

:      All  ! 

farm  : 
:    power,  : 

machines  : 
:    and  ! 

equipment  i 

1935-39  ■ 

100 

100 

100 

100 

100 

100 

100 

100 

1940  ! 

92 

124 

106 

108 

119 

107 

105 

93 

1941  i 

90 

13  5 

108 

113 

125 

109 

132 

115 

1942  ! 

87 

152 

110 

119 

137 

115 

177 

148 

1943  : 

84 

169 

107 

132 

152 

120 

219 

179 

1944  : 

80 

178 

106 

141 

158 

122 

229 

182 

1945  : 

76 

193 

105 

150 

176 

127 

236 

188 

1946  5/  ! 

70 

208 

105 

159 

200 

133 

262 

216 

1/  In  terms  of  average  1935-39  prices. 
2/  Includes  government  payments. 
3_/  Preliminary. 


Largely  because  of  greatly  increased  feed  prices,  per  head  costs  of 
keeping  work  stock  in  1946  were  about  double  prewar.    Farm  wage  rates  in 
1946  were  more  than  three  tines  the  prewar  level.    Retail  prices  of  new 
machines  and  costs  of  materials  and  services  incidental  to  their  operation 
were  in  1946  considerably  above  the  prewar  averages,  but  in  general  the 
increases  were  much  less  than  the  increase  in  costs  of  keeping  work  stock  or 
the  increase  in  wage  rates.    Thus,  conditions  in  recent  years  have  furthered 
the  advantage  of  using  power  machines,  and  other  labor  saving  machines  and 
equipment.    The  greatly  increased  farm  income  has  enabled  many  farmers  to 
buy  the  new  machines.    An  even  greater  increase  in  volume  of  power  and 
machines  would  have  taken  place  if  more  new  machinery  and  equipment  had  been 
available  to  farmers. 
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Conciti  ons  in  the  years  ahead  will  be  favorable  for  expanding  the 
use  of  machinery  despite  the  fact  thr  t  labor  will  be  more  plentiful  and 
farm  product  prices  and  incor.es  will  be  lower.    Although  retail  prices  of 
new  machinery  and  costs  of  using  machinery  Iiave  increased  less  than  have 
farm  incomes  or  most  items  of  farm  cost  since  the  prewar  period,  machinery 
prices  and  costs  were  at  about  record  high  levels  in  1946  and  little  change 
is  in  prospect  in  the  years  immediately  ahead.    LTore  bushels  of  wheat  or 
corn  and  more  pounds  of  cotton  or  tobacco  may  be  required  to  pay  for  machin- 
ery purchased  on  long-time  credit  than  when  the  debt  was  incurred,  rarmers 
should  appraise  thoroughly  their  machinery  and  power  needs  and  limit  their 
purchases  to  machines  and  equipment  that  can  be  expected  to  pay  out  with 
somewhat  lower  level  of  farm  incomes  than  in  1946.    7/here  the  work  to  be  done 
with  a  specific  rachine  is  small,  it  may  be  advantageous  either  to  rent  a 
maciiine,  hire  the  work  done,  or  to  continue  using  relatively  old  machines 
and  methods. 


Feed  Costs 

The  index  of  feed  rrain  and  hay  prices  in  February  1947  was  95  percent 
above  the  1935-39  average,  somewhat  higher  than  a  year  ago  but  much  below 
the  peak  reached  in  July  1945  (see  table  3).    I-r.ed  costs  will  probably  remain 
around  present  levels  through  1943  becav.se  of  the  Government  commitment  to 
support  the  price  of  corn.    The  index  of  livestock  and  livestock  product 
"prices  in  February  1947  was  133  percent  above  its  1935-39  average.  Thus, 
livestock  prices  were  about  2C-25  percent  higher  than  feed  costs,  but  they 
are  likely  to  reach  a  balance  in  line  with  feed  costs.    This  readjustment 
nay  come  about  gradually  over  a  year  or  more;  or  it  may  come  rather  quickly 
if  consumer-demand  slackens. 

The  supply  of  feed  grains  per  animal  unit  on  January  1  was  the 
largest  on  record.    Hay  stocks,  although  smaller  than  a  year  earlier,  are 
considered  ample  for  the  livestock  to  be  fed.    Production  of  byproduct  feeds 
for  the  first  half  of  1947  is  expected  to  be  a  little  larger  than  in  1946. 

The  quantity  of  feed  concentrates  fed  in  the  6  months  from  April 
throuTh  September  1947  is  expected  to  be  2-3  percent  less  than  a  year  earlier. 
Hogs  will  take  less  feed  during  this  period  than  in  1946  because  the  fall 
pig  crop  declined  12  percent  and  the  increase  in  the  spring  pig  crop  will 
probably  be  rather  small.    Poultry  also  will  take  less  feed  because  of  fewer 
hens  and  pullets  and  probably  a  smaller  chicken  and  turkey  crop.    There  are 
fevrer  milk  cows  than  a  year  ago.    Feed  grain  prices,  however,  "will  be 
supported  for  several  months  at  least  by  a  strong  commercial  and  export  de-- 
mand.    It  is  expected  that  about  140  million  more  bushels  of  corn  may  be 
used  for  nonfeed  uses  and  exports  in  the  vear  1946-47  than  was  used  in 
1945-46. 

Prices  received  by  farmers  for  feed  grains  and  hay  are  about  11  per- 
cent above  prices  a  year  ago  when  price  controls  were  in  effect.  Prices 
paid  by  farmers  for  millfeeds  are  about  7  percent  above  a  year  ago.  Ivlixed 
dairy  feeds  and  laying  mash  are  11  and  14  percent  higher  respectively  and 
high  protein  feeds  are  around  40  percent  higher  than  a  year  ago.    The  present 
-higher  price  of  high  protein  feeds  compared  with  feed  grains  reflects  the 
strong  demand  for  high  protein  feeds  when  returns  from  livestock  and  live- 
stock products  are  high. 
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Table  3.-   Prices  of  livestock  and  feed,  I927-V7 
Index  numbers  (1935-39  =■  100) 


Year 

r  Livestock  and  livestock  : 
:         product  pr; ces  : 
:                   ij  : 

Feed  grains  and  : 
hay  prices  ; 
1/ 

Ratio  of 
livestock 
prices  to 
feed 
prices 

1927 

:  127 

121 

105 

1928 

:  136 

130 

105 

1929 

:  138' 

126 

110 

1930 

:  117 

113 

10k 

1931 

:  85 

78 

109 

1932 

:  63 

51 

12k 

1933 

bO 

103 

193^ 

:  72 

100 

72 

1935 

J  99 

113 

88 

1936 

:  103 

108 

95 

1937 

:  109 

132 

83 

1938 

:  .  97. 

75 

129 

1939 

:  93 

73 

127 

19k0  ! 

96 

86 

112 

19^1 

120 

9k 

128 

19^2  ' 

:  lk& 

117 

126 

19^3  : 

172 

155 

111 

19UU  : 

165 

175 

95 

19^5  ' 

170 

102 

19^6  : 

205 

205 

100 

Jan.   •  175 

173 

101 

Feb .  173 

175 

99 

Mar .            17 h 

180 

97 

Apr .  17b 

180 

98 

May  177 

198 

89 

U  Uiltr                          _LC  jC. 

Aft 
00 

July  212 

257 

82 

Aug .  225 

237 

95 

Sept.  2lU 

233 

92 

Oct.  256 

234 

109 

Nov.  252 

197 

128 

Dec .  252 

196 

129 

19^7  : 

Jan .  2^0 

194 

124 

Feb.  238 

195 

122 

1/  Calendar  year 


-  9  - 


The  peak  of  feed  costs  (grain  and  hay)  for  the  war  and  post-war 
period  probably  has  been  reached.    The  long-term  trend  from  now  on  will 
be  downward,    however,  the  government  support  of  corn  prices  will  tend  to 
hold  feed  costs  up  through  1948.    If  prices  of  livestock  and  livestock 
products  should  decline  sharply  sometime  before  the  end  of  1948  the  tend- 
ency will  be  for  farmers  to  reduce  costs  by  buying  less  of  the  higher  priced 
feeds  (particularly  high  protein  feeds)  and  depend  more  on  home  raised  feeds. 

Prices  of  poultry  feeds  in  February  were  10-15  percent  above  a  year 
ago,  and  there  is  no  reason  to  expect  any  important  changes  in  the  cost  of 
feeds  for  poultry  in  the  next  few  months.    Poultry  product  feed  ratios  in 
February  were  less  favorable  for  poultrymen  than  for  most  other  classes  of 
livestock  producers.    Fgg  production  in  1947  will  be  5  to  8  percent  less 
than  in  1946.    Egg-feed  price  ratios  will  be  less  favorable  for  egg  produc- 
ers tlian  in  1946  or  the  long  tine  average. 

Dairy  product  feed-price  ratios  in  f ebruary  were  less  favorable  for 
dairymen  than  in  December  and  January.    The  butterfat-f eed  ratio  was  below 
its  long  time  average  for  February  but  the  milk-feed  ratio  was  still  9  per- 
cent above  its  average.    Commercial  dairy  fe°ds  this  winter  cost  10-15 
percent  more  than  a  year  ago.    The  price  of  milk  in  February  1947  was  13 
percent  higher  than  the  price  of  milk  plus  a  dairy  production  payment 
February  1945  of  65  cents  a  hundred  pounds.    The  price  of  butterfat  in  Feb- 
ruary 1947,  however,  was  about  the  same  as  the  price  in  February  1946  plus 
a  dairy  production  payment  of  17  cents  a  pound.    Ilie  cost  of  feed  concen- 
trates for  dairy  cows  is  not  expected  to  decline  materially  in  the  next  few 
months. 

During  the  pasture  season  (April  through  September)  about  80  percent 
of  the  feed  for  dairy  cows  and  a  larger  percentage  of  the  feed  for  beef 
cattle  and  sheep  comes  from  pasture.    Less  than  one-third  of  the  total  con- 
centrates fed  in  the  year  to  dairy  cows  are  fed  during  this  period.  The 
condition  of  pastures  therefore  has  a  considerable  effect  on  feed  costs. 
The  weather  during  the  past  six  years  for  the  country  as  a  whole  has  been 
favorable  to  the  development  of  pastures.    But  farmers  also  can  do  much  to 
improve  pastures  by  lining,  fertilizing  and  using  improved  varieties  of  seed 
for  permanent  pasture  and  by  the  greater  use  of  rotation  and  supplementary 
pastures.    The  problem  very  often  is  that  of  supplying  sufficient  pasturage 
during  July  and  August  after  the  permanent  pastures  have  dried  up.  Some 
forethought  in  this  direction  may  make  possible  a  steady  flow  of  milk  and 
continuous  gains  on  beef  cattle  during  those  months  without  the  use  of  expen- 
sive grain  and  silage.    The  place  of  pasture  in  the  raising  of  poultry  and 
hogs  will  become  more  important  as  prices  of  livestock  and  livestock  products 
decline  in  the  next  few  years.    More  and  better  pasturage  throughout  the 
season  is  one  way  for  farmers  to  reduce  their  feed  costs  per  unit  of  product. 

More  timely  harvesting  of  hay  this  summer  would  tend  to  lower  the 
feed  cost  of  dairy  products  and  of  gains  on  beef  cattle  next  fall  and  winter. 
The  feed  value  in  hays  could  be  increased  greatly  if  more  farmers  cut  hay 
at  the  proper  stage  of  maturity  and  then  cured,  handled  and  stored  to  preserve 
the  quality.     Improvement  in  the  quality  of  hay  is  important  in  the  northern 
dairy  region  because  hay  is  the  principal  source  of  carotene  or  vitamin  A. 
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On  many  farms  in  this  region  hay  is  cut  too  late  for  the  production  of  good 
quality  hay. 

Seeds 

The  cost  of  legume  and  non-legume  hay,  pasture  and  cover  crop  seeds 
in  1947  will  be  higher  than  in  1946.    Farmers  paid  an  average  of  about 
18  percent  higher  prices  in  February  1947  than  in  1946  for  alfalfa  and  red, 
alsike,  and  sweet  clover  seeds.    Timothy,  red  top,  Kentucky  blue grass  and 
orchard  grass  averaged  about  22  percent  higher  than  a  year  ago.    All  of 
.these  increases  may  not  be  reflected  uniformly  or  entirely  by  retail  prices 
in  1947.     But  they  do  indicate  to  a  considerable  extent  what  may  be  expected 
Growers  received  74  percent  more  for  Kentucky  bluegras's  seed  in  1946  than  in 
1945;  76  percent  more  for  red  top;  31  percent  more  for  red  clover;  and  25 
percent  more  for  alsike  clover.  ■  Hairy  vetch  was  12  percent  higher  in  1946 
than  in  1945.    This  was  the  greatest  increase  in  price  received  by  growers 
of  cover  crop  seeds.    The  only  decrease  occurred  in  the  case  of  orchard 
grass  for  which  prices  paid  to  growers  in  1946  were  only  about  half  of  those 
paid  in  1945. 

Production  of  all  clover  and  cover  crop  seeds  in  1946  was  about  20 
percent  above  that  of  1945.    On  the  other  hand  grass  seed  production  last 
year  was  about  15  percent  lower  than  in  1945.    Decreases  occurred  primarily 
in  the  production  of  Kentucky  bluegrass,  red  top,  meadow  fescue,  crested 
wheat  grass,  brome  grass,  and  all  vetch  seeds.     Stocks  on  June  30,  1946 
were  much  lower  than  in  previous  years  so  that  1947  seedings  will  need  to 
draw  more  heavily  than  usual  on  current  production.    The  quality  of  the  seed 
crop  was  generally  good  in  1946  and  the  movement  from  growers  to  trade 
channels  was  faster  than  usual. 


Fertilizers 

Farmers  will  pay  higher  prices  for  fertilizer  in  1947  than  they  have 
in  several  years.    Although  prices  of  fertilizer  have  risen  during  the  past 
several  years,  prices  received  by  farmers  for  commodities  they  sell  have 
risen  relatively  more  rapidly,         a  result,  the  ratio  of  farm-product 
prices  to  prices  paid  for  fertilizer  has  been  comparatively  favorable .  This 
ratio  probably  will  continue  favorable  in  1947  and  probably  will  stimulate 
comparatively  high  purchases  of  fertilizer. 

Fertilizer  prices  are  influenced  by  the  prices  of  materials  used  in 
their  manufacture.    During  the  past  year  prices  of  chemical  and  organic 
nitrogen  materials  have  risen  about  8  percent  and  45  percent,  and  prices  of 
phosphatic  materials  and  of  mixed  fertilizers  approximately  8  and  10  per- 
cent.    Prices  of  fertilizers  which  contain  considerable  quantities  of 
organic  nitrogen  (such  as  tobacco  and  vegetable  crop  fertilizers)  will  be 
affected  particularly  by  these  higher  prices. 
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Record  breaking  supplies  of  fertilizers  are  expected  to  be  available 
for  use  on  1947  crops.    More  nitrogen  and  phosphatic  materials  can  be 
expected  in  tfie  last  half  of  1947.    The  nitrogen  will  come  from  plants  that 
were  producing  fertiliser  as  a  by-product  only  during  the  war  and  are  now 
leased  by  private  industry  for  the  production  of  fertilizer.     The  phosphate 
vrill  come  from  increased  supplies  of  phosphate  rock,  sulphuric  acid,  and 
from  new  acidulating  plants.    However,  the  unprecedented  demand,  particu- 
larly in  areas  using  relatively  little  before  the  war,  continues  to  outrun 
the  increasing  supplies.    Thus,  the  increased  fertilizer  production  from 
expanded  facilities  will  be  accompanied  by  wider  and  heavier  fertilizer  use, 
and  by  higher  prices  than  were  paid  by  farmers  for  fertilizers  in  recent 
years  • 

Lumber,  Containers  and  Farm  Supplies 

The  demand  for  lumber,  containers  and  farm  supolies  will  remain 
strong  through  1947.    Lumber  production  is  expected  to  exceed  55  billion 
board  feet  this  year,  slightly  more  than  the  output  in  1945.    I.-allwork  and 
beveled  siding  are  important  it^rr.s.  that  will  be  in  short  supply.  During 
the  war  new  uses,  such  as  patterns,  food  shocks  and  painted  furniture  were 
found  for  TTesterr  pine.    Cedar  and  redwoodwere  used  for  the  first  time  for 
ruckle  vats,  water  coolers,  and  other  products.    All  three  of  these  woods 
were  previously  used  for  beveled  siding,  and,  ir  addition,  large  quantities 
of  Testern  pine  were  used  in  millwork.    Postwar  supolies  now  must  be  divided 
between  both  old  and  new  uses.    Shortages  in  these  items  are  expected  to 
continue  until  methods  are  found  for  utilizing  other  kinds  of  wood  for  these 
purpos  es • 

Althourh  distribution  as  a  whole  will  improve,  spot  shortages  will 
occur  in  wooden  containers  during  1947,  particularly  in  ".Yestern  areas. 
Increased  ne^ds  for  wire  vri.ll  interfere  with  the  production  of  wire-bound 
boxes.    Imports  of  burlap  for  bags  in  1947  will  be  below  those  of  last  .year, 
but  if  good  use  is  made  of  second-hand  bags  supplies  should  be  adequate. 

Production  of  tin  cans  this  year  is  expected    to  improve  slightly 
over  1946.    All  quotas  on  the  use  of  tin  cans  were  removed  on  December  27, 
1945,    This  may  slow  up . deliveries  from  manufacturers  until  supplies  are 
more  generally  available.    No  difficulty  should  be  experienced  in  obtaining 
paper,  open  mesh  or  cotton  bags  in  1947. 

Production  of  merchant  trade  products  (barbed  and  woven  wire  fencing, 
nails  and  staples,  bale  ties,  galvanized  roofing  and  siding,  wire  netting 
and  pipe),  like  all  other  steel  items,  was  curtailed  in  the  first  quarter 
of  1946  by  labor-management "difficulties  in  the  steel  and  coal  industries. 
However,  a  very  high  rate  of  production  was  maintained  for  the  remainder  of 
the  year  and  the  outlook  for  further  increases  in  1947  is  very  good.  The 
steel  industry  is  now  operating  at  near  capacity  and  if  production  is  main- 
tained at  this  level,  output  of  merchant  trade  products  will  be  increased 
accordingly.     Housing  construction  will  continue  to  draw  heavily  on  supplies 
of  galvanized  sheet,  pipe  and  nails,  and  it  is  anticipated  that  these  items 
will  be  in  short  supply  for  some  time,  although  the,  situation  may  ease  some 
late  in  1947, 
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The  sharp  increase  in  the  index  of  farm  building  materials  prices 
was  caused  by  recent  advances  in  price  of  lumber  and  millwork.     The  costs 
of  all  containers  have  increased  since  price  ceilings  were  removed  and  are 
not  likely  to  decline  soon,  particularly  in  those  areas  where  supplies  of 
containers  will  be  scarce. 

Insecticides  and  Fungicides 

Insecticides  and  fungicides  in  general  will  probably  cost  farmers 
from  5  to  7  percent  more  in  1947  than  they  did  in  1946.     The  principal 
items  for  which  supplies  will  continue  to  be  below  quantities  desired,  are 
nicotine  and  dinitro  compounds,  rotenone,  napthalene  and  paradichlorobenzene 
The  supply  situation  in  1947  appears  favorable  for  most  of  the  other  items 
such  as  pyrethrum,  cryolite,  sodium  fluoride,  sodium  f luosilicate,  copper 
chemicals,  sulfur,  dust  diluents,  petroleum  insecticide  carriers  and  syn- 
thetic compounds  such  as  DDT,  thiocyanates,  synthetic  organic  fungicides, 
arsenicals,  and  fumigants.    But  generally  high  distribution  costs  will  tend 
to  keep  prices  up  even  for  items  that  become  available  in  larger  quantities. 

Land  Values  and  Rentals 

Both  farm  real  estate  values  and  rentals  are  currently  high.  Farm 
land  rentals  in  1946  were  more  than  double  the  prewar  level  and  higher  than 
for  any  previous  year,    Vihile  high  rentals  mean  higher  costs  for  tenants, 
of  greater  concern  are  the  longer-run  fixed  costs  that  frequently  arise 
when  land  prices  are  high. 

Average  farm  land  values  for  the  country  as  a  whole  on  November  1, 
1946  were  only  about  one-tenth  below  the  1920  inflationary  peak.  During 
the  .12  months  ending  November  1,  1946,  average  land  values  rose  14  percent 
compared  with  a  rise  of  11  percent  for  the  year  ending  November  1945,  14 
percent  in  1944,  and  13  percent  in  1943.    These  steady  increases  brought  the 
index  of  average  value  per  acre  of  farm  real  estate  (1912-14  =  100)  for  last 
November  to  152,  83  percent  above  the  1935-39  average. 

Record  number  of'  farms  (56  per  thousand)  has  been  transferred  volun- 
tarily to  new  owners  at  high  and  rising  prices.    The  purchase  of  a  farm 
generally  represents  a  long-tire  fixed  investment  for  most  fanners.  Those 
buying  largely  with  credit  assume  fixed  costs  for  interest  and  principal 
repayments  that  nay  seem  reasonable  under  the  current  high  income  levels, 
but  may  become  extremely  burdensome  when  net  farm  incomes  are  considerably 
lower.    A  reduction  of  these  costs  usually  can  be  arranged  only  after  sub- 
stantial principal  repayments  have  been  made.- 

Approximately  one-half  of  the  recent  purchases  of  land"  have  been 
entirely  for  cash.     Down-payments  in  financed  sales  have  averaged  about 
two-fifths  of  the  purchase  price  during  each  of  the  last  3  years  compared" 
with  about  one-third  in  1941  and  1942. 
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About  one-third  of  all  credit  financed  sales  (about  one-seventh 
of  all  sales)  during  recent  years  have  had  an  initial  encumbrance  of  at 
least  75  percent  of  the  sales  price,  and  about  three-fourths  (one-third 
of  all  sales)  have  had  a  debt  of  50  percent  or  more*    In  many  instances, 
the  debts  exceed  the  full  market  value  of  the  farm  a  few  years  ago,   

Tenants  are  generally  less  affected  by  price  and  income  changes 
than  heavily  mortgaged  owners.    Fixed  cash  leases  may,  however,  cause 
difficulties  unless  provisions  have  been  made  for  adjustments  in  line 
with  prices  of  the  principal  products  produced. 

Interest,  Taxes,  and  Insurance 

Interest  -  Interest  charges  paid  by  farmers  on  farm-mortgage  debt 
took  a  turn  upward  in  1946  after  declining  for  almost  a  quarter  of  a 
century.    Increased  purchases  of  farm  real  estate  at  higher  prices  and 
increased  financing  with  higher-rate  lenders  have  contributed  to  this  upward 
turn.     The  volume  of  short-term  debt  owed  to  commercial  banks  and  federally 
sponsored  lenders  also  has  increased;  the  amount  outstanding  on  July  1,  1945 
was  14  percent  larger  than  a  year  earlier. 

Interest  rates  charged  by  major  lender  groups  for  both  real  estate 
mortgage  and  short-term  credit  liave  not  .increased.    But  farmers  generally 
are  obtaining  an  increasing  proportion  of  their  credit  from  higher-rate 
lenders.    As  a  result,  the  overall  average  interest  rate  paid  by  farmers 
probably  has  increased. 

This  means  that  farmers  are  now  facing  higher  fixed  obligations  than 
a  year  ago.    Furthermore,  with  additional  machinery,  equipment  and  supplies 
becoming  available  and  with  prospects  of  somewhat  higher  costs,  farmers  may 
use  a  larger  proportion  of  their  funds  for  purposes  otter  than  paying  off 
debts.    It  seems  probable,  therefore,  that  the  trend  toward  increased  use  and 
higher  costs  of  credit  may  be  expected  to  continue  throughout  1947, 

Taxes  -  Property  taxes  are  responding  to  upward  pressures  after 
fluctuating  very  narrowly  for  a  decade.    Property- tax  payments  being  made 
by  farmers  In  1947  probably  are  somewhat  greater  than  those  made  in  1946. 
The  1945  levies  on  farm  real  estate,  payable  largely  late  in  1945  and  early 
in  1946,  were  more  than  10  percent  higher  than  those  of  1944,    The  1946 
levies,  which  are  now  be.inr:  paid,  are  on  the  average  somewhat  above  those 
of  1945. 

Insurance  -  Farmers  increased  their  insurance  on  property  something 
like  7  percent  in  1946  over  1045.    The  upward  trend  in  building  values 
which  has  occurred  since  policies  were  taker,  out  or  last  renewed  has  resulted 
in  increased  insurance  in  some  instances,  particularly  in  connection  with 
policies  which  come  up  for  renewal  (usually  every  5  years).    Some  companies, 
however,  in  recalling  the  high  losses  resulting  from  over  insurance  follow- 
ing the  price  collapse  in  the  early  1920' s,  have  tended  to  discourage  policy 
increases • 
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The  total  costs  r°r  insurance  probably  will  increase  by  not  more 
than  5  percent  in  1947,  but  there  may  be  a  tendency  toward  lower  unit 
costs  through  handling  more  insurance,  and  lower  acquisition  and  other 
overhead  costs  in  connection  with  renewals.    United  States  farm  fire  losses 
have  been  relatively  stable  in  recent  years.    The  farmers'  mutual  insurance 
companies  have  increased  their  total  reserves,  which  places  them  in  a 
better  position  to  maintain  current  rates  even  though' there  may  bp  an  ex- 
pectation of  higher  losses  ahead. 


The  Cost  Situation  on  Farms  of  Different  Types 

Farm  costs  and  returns  on  family-operated  farms  1/  increased  in  1946 
following  the  familiar  pattern  of  the  past  several  years— up.    Substantial  ' 
increases  m  feed  prices  and  wage  rates  with  more  moderate  advances  in  the 
prices  of  other  production  goods  carried  production  expenses  to  new  highs  on 
14  important  types  of  farms  (table  4).    Even  sharper  gains  in  farm-oroduct 
prices  and  near-record  production,  however,  boosted  the  net  incomes'  of 
these  farm  operators  well  above  their  wartime  peaks. 

Cotton  farms,  particularly  those  in  the  Western  areas,  are  a  notable 
exception  to  the  generally  bright  agricultural  oicture.    Unfavorable  weather 
resulted  m  relatively  low  croo  yields  both  in  1945  and  1946  and  cut  sharply 
into  total  .arm  production.    Increases  in  farm_product  prices,  however 
generally  more  than  offset  the  less  in  production. 

Prices  of  most  cost  items  such  as  labor,  machinery,  fertilizer,  feed 
and  equipment  and  supplies  continued  to  increase  durin<?  1945  and  1946'but  * 
at  a  slower  rate  than  during  the  war.    In  1946  feed  prices  were  205  oercent 
of  their  prewar  average  and  farm  wage  rates  were  521  eercent  of  prewar. 
Feed  and  labor  are  the  two  most  important  expense  items  cn  most  farms.  To- 
gether they  make  up  well  over  half  of  total  farm  costs.    But  one  should  not 
overlook  the  fact  that  high  feed  prices  mean  high  returns  to  those  farmers 
who  sell  feeds.    Prices  received  by  farmers  for  commodities  sold  rose  rela- 
tively faster  during  the  war  and  continued  relatively  higher  through  1945 
and  1946  than  prices  farmers  paid.    Using  a  1957-41  index,  the  combined 
index  of  cost  rates  paid  by  the  operators  of  these  types  of  farms  in  1^6 
ranged  from  24  to  79  percent  higher.     (See  table  4*)    Current  operating 
expenses  per  unit  of  production  generally  have  risen  much  less  than  this 
because  of  increased  production  per  farm,  which  averaged  roughly  one-fifth 
higher  in  1945  and  1946  than  in  1957-41,  but  varied  widely  among  types  of 
farms.    For  instance,  total  production  per  farm  on  Southern  Plains-wheat 
farms  in  1946  was  266  percent  of  the  1957-41  average,  but  was  only  70  percenl 
of  the  prewar  average  on  Texas  Black  Prairie  cotton  farms.. 

The  use  of  mechanical  power  and  equipment  has  to  a  large  extent  in- 
creased the  total  amount  of  direct  cash  operating  expenditures  per  farm  over  j 
those  incurred  under  operations  with  farm,  produced  power  and  feed.  But 
mechanization  has  oermitted  many  farmers  to  increase  the  size  of  farm  and  to 
reduce  substantially  the  cost  of  producing  each  unit  of  product. 


y  These  farms  represent  the  average  for  their  type.     They  do  not  include 
either  the  small  subsistence  and  part-time  farms,  or  the  large-scale  farms 
and  plantations • 
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Table  4 . -  Costs  and  returns,  family  operated  farms,  by  type,  19^5  and  1946  vith  pre-war 

(1937-41  average)  comparisons 


Costs  and 

production- -Index 

numbers,  1937-41  .  100 

Type  of  farm 
and 
location 

:         Operating  expenses  (cash  costs) 
:            per  unit  of  production  l/ 

Total  ; 
production  : 
per  farm  : 

Cost  rates 

2/ 

:  At  current  prices 

:  At  1930- kk  prices 

;  1945 

I9U6 

1945  ; 

1946 

1945    ;   1946  ; 

1945  : 
» 

1946 

Dairy  farms: 

Central  New  York 
Southern  Wisconsin 

:  Percent 

:  157 
:  131 

Percent  Percent 

171  101 

Ikh  90 

Percent 

98 
94 

Percent  Percent 

115  114 
123  114 

Percent  Percent 

154  173 
1*7  155 

Corn  Belt  farms: 
Cash  grain 
Hog- beef  fattening 
Hog- beef  raising 
Hog- dairy 

:  126 
:  119 
:  123 
:  156 

120 
110 
126 

•159 

96 
80 
91 
101 

88 
71 
90 
98 

122 
147 
140 
126 

135 
161 
141 
125 

131 
1*5 
138 
155 

137 
152 
142 
162 

Spring  wheat  farms: 
(Northern  Plains) 
Wheat- corn-livestock 
Wheat-small  grain  livestock- 
Wheat- roughage  livestock 

106 
96 

:  91 

118 
106 
99 

77 
68 
62 

81 

73 
67 

153 
173 

209 

140 
156 
182 

138 
144 
15* 

1*3 
149 

155 

Winter  wheat  farms: 
(Southern  Plains) 
Wheat 

Wheat- grain  sorghum 

44 
87 

50 
84 

38 
67 

40 
63 

279 
173 

267 
192 

119 
128 

124 
133 

Cotton  farms: 

Southern  Plains 

Black  Prairie  area,  Texas 

Delta  area,  Mississippi 

174 
204 
148 

195 
261 
163 

123 
132 
92 

120 
158 
102 

76 
87 
112 

76 
70 
99 

138 
160 
164 

159 
169 
163 

Type  of  farm 

and  ! 
location 

Operating  expenses  and  net  farm  returns 

Operating 

expenses  1/ 

Operator' e 

net 

Per  dollar  of  : 
gross  farm  Income: 

Total  per  farm 

Net  farm  income  : 

farm  income 

3/ 

1937-41: 1945; 1946; 19 37  41;  19U5 

;  1946 

; 1937 -41;  1945 

;  1946  ; 1937 -41;  1945 

;  1946 

Dairy  farms:  : 
Central  New  York  ! 
Southern  Wisconsin  : 

Pols.  Pols. 

.56  .44 
.k6  .31 

Dols. 

•  *3 
.26 

Dols. 

1,792 
1,362 

Dols. 

3,282 
2,298 

Dols . 

3,*3* 
2,307 

Dols 

X,W5 
1,638 

Dols. 

*,097 
5,132 

Dols . 

*,578 
6,479 

Dole.  Dols 

1,250  3,627 
1,316  4,183 

Pols . 

4,058 
5,3*8 

Corn  Belt  farms:  : 
Cash  grain  : 
Hog  beef  fattening  : 
Hog  beef  raising  : 
Hog- dairy 

■  3k 
.41 
37 
•  *3 

•  23 

•  30 

•  25 

•  35 

.17 
.21 
•  19 
.28 

1,*70 
l,kk6 
822 
1,226 

2,314 
2,735 
1,478 
2,497 

2,423 
2,805 
1,519 
2,524 

3,038 
2,385 
1,476 
1,675 

7,950 
6,530 
4,493 
*,643 

11,810 
10,714 
6,623 
6,409 

2,007  5,583 
1,837  5,155 
1,256  3,913 
1,399  3,960 

8,563 
8,906 
5,879 
5,592 

Spring  wheat  farms:  : 
(Northern  Plains)  : 
Wheat-corn-livestock  : 
Wheat- small  grain- livestock: 
Wheat  roughage  livestock  : 

.  ko 
.kk 

■  ki 

.21 
.21 
•  25 

.17 
.18 
•  19 

988 
1,034 
861 

1,749 
1,883 
1,866 

1,759 
1,900 
1,764 

1,667 
1,537 
1,148 

6,441 
6,892 
5,663 

8,365 
8,878 
7,390 

1,382  5,476 
1,188  5,349 
1,047  5,*16 

7,314 
7,181 
6,875 

Winter  wheat  farms:  : 
(Southern  Plains)  : 
Wheat  : 
Wheat-  grain  sorghum  : 

.50 

.k2 

.Ik 
.21 

.12 
.17 

1,13^ 
1,205 

1,743 
1,990 

1,870 
2,115 

1,525 
1,930 

10,932 
7,3*3 

1*,053 
10,438 

1,210  9,592 
1,462  5,841 

12,493 
8,546 

Cotton  farms:  : 
Southern  Plains  : 
Black  Prairie  area,  Texas  : 
Delta  area,  Mississippi  : 

■  35 
•  36 
.22 

•  35 
.38 
.17 

■  31 

•  32 

•  15 

892 
383 
275 

1,268 
1,326 
460 

1,416 
1,386 
442 

1,719 
1,253 
1,025 

2,312 
2,197 
2,240 

3,220 
2,904 
2,571 

1,395  1,938 
1,058  1,857 
864  1,919 

2,670 
2,496 
2,195 

1/    Cash  farm  expenses  plus  depreciation  of  power,  machinery  and  equipment,  and  farm  buildings;  that  is,  all  items 
used  in  production  except  land  and  family  labor  (including  operator). 
2/    Prices  paid  for  commodities  used  In  production. 

3/    Net  Farm  Income  minus  rent  and  interest  paid  by  the  farm  operator.    This  is  what  the  farm  operator  and  his 
family  get  for  the  use  of  their  labor,  capital  and  land  after  paying  current  operating  expenses,  rent,  and 
interest  on  the  mortgage  debt  and  taking  account  of  changes  in  Inventories. 
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Corn  Belt  and  wheat  farmers,  particularly  winter  wheat  farmers, 
have  been  able  to  take  greatest  advantage  of  improved  mechanical  power 
and  equipment.    Dairy  and  cotton  farmers,  on  the  other  hand,  have  not 
mechanized  as  much  as  Corn  Belt  and  wheat  farmers  and  have  not  reduced 
production  costs  in  proportion.    Indications  of  changes  in  production 
efficiency  are  shown  by  changes  in  the  cost  of  production  per  unit  of 
product  adjusted  for  changes  in  the  price  level.     The  index  of  total 
costs  of  production  per  unit  of  product  in  1945  and  1946  (in  terms  of 
1930-44  average  dollars}  was  around  60-80  percent  of  the  prewar  (1937-41) 
cost  on  wheat  and  Corn  Belt  farms  compared  with  around  100-120  for  cotton 
and  dairy  farms. 

In  terms  of  current  dollars,  operating  expense  per  unit  of  produc- 
tion has  increased  on  most  farms  because  of  the  higher  price  levels  in 
1946  than  in  1937-41.     But  because  prices  received  by  farmers  have  gone 
up  more  rapidly  than  prices  paid  and  because  of  the  increasing  efficiency 
of  production  on  many  farms,  operating  expense  per  dollar  of  gross  income 
was  lower  in  1945  and  1946  on  all  types  of  farms.    Wheat  and  Corn  Belt 
farmers  have  cut  operating  expenses  per  dollar  of  gross  income  by  more 
than  half  since  1937-41  compared  with  10-25  percent  reduction  for  cotton 
and  dai  ry  far me  rs • 

Price,  cost  and  production  shifts  per  farm  for  the  past  decade  have 
left  farmers  more  dependent  than  ever  before  upon  high-level  industrial 
employment  and  incomes  to  maintain  a  large  market  for  farm  products.  For 
all  farms  in  the  United  States  together,  out-of-pocket  production  expenses 
now  are  nearly  double  their  prewar  (1937-41)  level.     The  increase  has  been 
even  greater  on  some  types  of  farms.    These  advances  in  cash  costs  will 
become  of  particular  concern  to  farmers  in  a  period  of  declining  prices  for 
farm  products. 

To  illustrate  their  effects,  let  us  assume  that  the  1946  level  of  ' 
production  expenses  will  continue  several  years  and  look  at  the  gross  farm 
income  that  would  be  necessary  to  return  a  net  income  equal  to  the  1937-41 
prewar  average,  which  were  generally  regarded  as  much  too  low.     The  national 
net  farm  income  during  this  5-yea^  period  averaged  :\5.1  billion.  With 
operating  expenses  of  $12.0  billion  (the  1945  level)  such  a  net  return  would 
require  a  gross  farm  income  of  some  $17.1  billion  compared  with  &11.5  bil- 
lion in  1937-41  and  about  25  billion  in  1946.    With  1946  cost  levels,  some 
combination  of  production  and  farm  prices  averaging  about  50  percent  higher 
than  the  prewar  would  be  required  to  return  farm-operators  as  a  group  their 
prewar  average  net  income.     Total  farm  production  is  now  about  20  percent 
greater  than  the  1937-41  average.    Prices  are  about  115  percent  above  the 
prewar  average. 

The  relative  position  of  different  groups  of  farm  producers  would  be 
materially  different  with  a  downward  adjustment  in  gross  income.     Cash  grain 
farmers  in  the  Corn  Belt,  for  example,  could  obtain  their  1937-41  average 
net  returns  with  a  gross  income  some  20  percent  above  prewar.    They  have 
increased  their  production  nearly  40  percent  during  the  war.    With  this  leve 
of  production,  they  can  maintain  prewar  net  incomes  even  with  a  considerable 
price  decline. 
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Cash  production  expenses  on  winter  wha*t  far>-    i  • 
Plains  increased  less  during  the  war  period  thanH^'V"  the  Southern 
types  ft  farms  for  which  data  are  avaSwl^Ll^?6  °f  the  °ther 
tlon  and  income  on  these  farms  was  relatively  1«»  average  produc- 

.  far.  inecme  a 'cent  a  third  greater  than  prewaf  Sd\TS4lo^eTS 
present  expenses  and  return  a  net  income  comparable  to  the  lqwif! 
Production  now  is  nearly  triple  the  1937-41  average  of  these  farts  Bu^' 
tiiis  is  a  relatively  high  risk  area  and  farmers  in  hi-h  n=u  ;^r"'s* 

ff&SS  ap°n  Meh  r3turns  in  K00d  years  t0  ^^t£*2E 

A  decidedly  different  situation  exists  on  the  Black  Prair-iP  pnH 
farms  where  production  per  farm  las  been  low  the  pa s t  several  yea rs  1°" 
1946,  production  was  only  70  percent  of  the  1937-41  avpr»«>    il 7  ?  , 
of  low  yields  due  to  unfavorable  weather.    Hired  labor  Is  an  WrtL+^T 
item  on  these  farms  and  accounts  largely  for  the  two -fold  increase  tforo 
duction  expenses  during  the  past  7-9  years.    Unless  product  per  £ IZ 
increased  above  the  present  level,  or  operating  expenses  Si  reduced^  Z> 
stantially,  these  farmers  would  need  prices  for  the  ttiWo  thl  ^ 
than  double  their  1937-41  level  to  return    vrr  tJ  2         7  SGl1  more 

income  of  $1,250.    Similar  eomearis^  "can b    m~d    LTanVoT^e  °S  *T 
of  farms  with  the  data  contained  in  table  4.  v        th°  °ther  ^es 

These  comparisons  emphasize  the  importance  of  maintaining  -  hirh 
volume  of  production  per  farm  in  obtaining  a  relatively  lot  of^foduo 
tion  per  unit  of  product.    Reducing  unit  costs  of  oroductior  w?n  LP 
important  in  1947  and  the  years  following  than  durSg  the  war! 
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